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Customer Service: A Paramount Issue for CPA Financial Managers
As more businesses define their strategies as customer
driven and financial managers become key contribu
tors to their employers’ strategic decision making,
CPAs must have an understanding of strategies for
developing a customer service organization.
The following guidance is provided by Jack Pyle,
a communications consultant/trainer who helps
organizations improve their operations.
Building customer loyalty means creating a customer
centered management and staff. Service leaders
typically do the following:
1. Research. Excellent customer service pro
fessionals know you begin with open-ended questions,
focus groups and other non-directive methods to
find out what customers really value and want from
the organization.
A common research mistake is asking the wrong
questions. One failure mode is to ask staff to brainstorm
a list of service attributes, then turn them into a cus
tomer questionnaire. This approach gives you data
for developing a service strategy that supports the
existing approach.
2. Develop a service strategy. Create a simple,
long-term strategy focused on customer needs based on
your research. It is difficult to provide excellent service
to more than one market segment. Liz Clairborne and
Frito-Lay concentrate on store owners, not consumers;
Scandinavian Airlines and Embassy Suites target
business travelers. Every aspect of American Express
service is shaped by research; frequent focus groups and

two-hour follow-up interviews are used to develop fourpage customer satisfaction surveys which are sent to
12,000 customers annually.
3. Encourage two-way communication. It’s an
essential foundation for building employee and cus
tomer satisfaction. Managers and executives must
model the behavior they expect from others. They
need to learn to ask questions and listen well. Recent
research has shown most quality improvement and
worker empowerment programs fail because top
managers continue their autocratic methods.
4. Educate the organization. An absolute truth for
creating customer satisfaction is that you first must
achieve employee satisfaction. To develop a customer
service culture, frontline employees must be allowed
and encouraged to make decisions.
Education is more than a training seminar. Educa
tion is a continuous process which includes ongoing
formal training and on-the-job reinforcement. Man
agers and supervisors must be trained to be mentors and
coaches so they help employees rather than give orders.
Is it worth all this effort? Research suggests cus
tomers remain loyal to good service organizations even
when things go wrong. Customers tend to be sympathetic
when they feel frontline employees care about them,
understand their needs and do their best to fix things.
Editor’s note: For a copy of Jack Pyle’s “10 Tips on
Customer Service for Financial Managers,” send a self
addressed envelope to Tom Lemmon, AICPA, 1211
Avenue of the Americas, New York, NY 10036-8775.

Non-Financial Measures of Control: Key Success Factors
By Joseph Fisher
Following is a summary of Mr. Fisher’s article pub
lished in The Journal of Cost Management, which
describes the implementation of non-financial control
systems at several high-tech manufacturers.

Many firms are experimenting with control systems

The Financial Manager’s Report

that simplify the control process by focusing on only a
few key success factors. Many of these factors are nonfinancial. The rise of non-financial measures is an
attempt to reassert the primacy of being operations
driven. This article will discuss the six steps several
high-technology firms followed in implementing new
control systems.
continued on page 2
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Non-Financial Measures of Control: Key Success Factors
Step 1: Shock

The company faced a perceived shock to its oper
ating environment. This shock both led management
to conclude that current management practices did
not lead to desired results and served as a catalyst in
motivating management to find new ways of managing,
measuring and controlling the process.
Step 2: Current Control System is Deficient

The second step consisted of management con
cluding that the current control system, typically a
variance system built on standard costs, was deficient
as a control system. Rather than refining the current
control systems, a radically new method of control was
needed. A complaint about the old cost system was that
the variance was not actionable at the operating level—
because the numbers were summarized on such an
aggregate level, managers did not feel individually
responsible for the variances.
Step 3: Definition of Key Success Factors

To overcome the perceived shortcomings of the
control process, the company had to determine what
factors give it a competitive advantage. The third step
consisted of defining these key success factors (KSF).
This step required extensive characteristics that would
allow the firm to survive and thrive in its markets.
Some of these imperatives included customer satisfac
tion, manufacturing excellence, market leadership,
quality, reliability, responsiveness and technological
leadership. Many of the KSFs were not based on
cost considerations.
Step 4: Finding Quantifiable Measures

With these factors identified, the fourth step
involved attempting to find objective measures. Many
key success factors did not have an easy mapping to
quantifiable measures. For example, assume a firm
determines that innovation is a key success factor.
A business strategy of innovation does not lead to
easily quantifiable measures that indicate success on
this strategy.
The use of non-financial control systems did not
do away with the importance of financial results.
However, the firms believed that positive financial out
comes would ensue from successfully implementing
the KSFs through the non-financial controls.
Step 5: Implementation

After identifying the key success factors and
quantifiable measures, the new control system was
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(continued from page 1)

implemented. The major step in implementation
revolved around placing responsibility within the firm
for individual non-financial measures. Implementation
was not a trivial step, and companies handled this step
in very different ways. During this stage, the firms also
attempted to find a benchmark for acceptable perfor
mance. This step can be considered analogous to
setting the standard in a standard cost system; however,
the firms used innovative methodologies in defining
these benchmarks.
Step 6: New Outcomes

Lastly, these new control systems resulted in new
outcomes, both positive and negative. The firms noted
many strengths of the new measures as compared to
using the standard cost system for control purposes.
First, the non-financial measures were more directly
traceable to the strategy of the firm. Another perceived
benefit was that the measures were actionable. The
non-financial system was also found to couple well
with the new high-technology manufacturing systems.
While the new measures were considered superior
to the old methods of control, the non-financial system
was not problem free. One of the key difficulties of the
system was the inability to dollarize the amount of
improvements in the non-financial measurements.
Another weakness of this implementation process is
that, without an overall theoretical framework, the
non-financial measures themselves may conflict and
make proper trade-offs difficult to determine. As
with all measurement systems, the possible ‘gaming’
of measures is a problem that may arise. Gaming is
defined as managers optimizing their performance
at the expense of optimal performance for the
organization.
The implementation of non-financial systems is
in its infancy. Firms are just beginning to design and
implement these systems. Understanding the strengths,
weaknesses and trade-offs in the systems awaits devel
opment of an overall framework that explains these
relationships. Much of the uncertainty facing firms in
implementing these systems will dissolve once an
accepted framework is developed.

Joseph Fisher is an Associate Professor of Business
Administration at the Amos Tuck School at Dartmouth
College and coauthor of the AICPA course Manage
ment Accounting for the 90’s, which is part of the
Institute’s Certificate of Educational Achievement
Program in Financial Management.
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The Job Interview and the Americans with Disabilities Act
The Americans with Disabilities Act (ADA) went into
effect on July 26th of this year for employers with 25 or
more employees (The Financial Manager's Report,
Feb.; Journal ofAccountancy, May). Title I of the ADA
discusses the responsibilities of covered employers dur
ing the recruiting and screening stages of the hiring
process and has been incorporated into regulations of
the Equal Employment Opportunity Commission.
All employees of your company involved in the
recruiting, testing and interviewing of new employees
should be made aware of the regulations, in particular
the types of questions that you can and cannot ask when
interviewing a candidate. The following list of DOs and
DON’Ts is adapted from ADA: Employee Rights and
Employee Obligations by Ogletree, Deakins, Nash,
Smoak & Stewart (copyright 1992, Matthew Bender &
Company), and is used with permission.
The questions are intended as examples; an inter
viewer should tailor his or her questions to those that
relate to “the essential functions” of the job and to the
qualifications of the applicant being interviewed. The
interviewer should also keep in mind the ADA concept
of “reasonable accommodation,” which relates to
changes in facilities, equipment and staffing that will
enable an applicant to perform a function.
■ DON’T ask applicants how their disabilities occurred,

e.g., DON’T ask a deaf applicant, “How did you lose
your hearing?”
■ DO ask a blind applicant, “How do you input and
retrieve data from a computer?,” if this facility is an
essential function of the job.

■ DON’T ask, “Do you expect to go to the doctor
a lot?”
■ DO say, “Our business hours are 9:00 a.m. to
5:00 p.m. Will you be able to work those hours?”
■ DON’T say, “I don’t see how you can do this job.”
■ DO say, “These are the tasks of the job. How would
you complete each task?”
■ DON’T ask, “Do you have a disability that would
prevent you from doing the job?”
■ DO ask, “Is there any reason why you cannot perform
the requirements of the job?”
■ DON’T ask an applicant with only one leg, “Do you
drive a car?,” if driving is not an essential function of
the job.
■ DO ask a person with only one leg, “Can you stand
for four hours without a break?,” if operating machin
ery while standing for four hours at a time is one of
the essential functions of the job.

Look for more helpful hints on implementing the
ADA in future editions of FMR.

The Americans with Disabilities Act: Tax Provisions Related to Businesses
The ADA requires a fresh look at the tax implications
for disabled and handicapped persons and their
employers. The information below is excerpted from
the Sept. issue of The Tax Adviser and will assist you in
coping with the new rules.
Both deductions and credits related to expenses
incurred due to the employment of handicapped per
sons are available to businesses. The provision for
barrier removal expensing (Sec. 190) was in effect long
before enactment of the ADA. Available tax credits
include the targeted jobs credit and a new “small
business credit” (Sec. 44) authorized by companion
legislation to the ADA.
Congress passed the Sec. 44 tax credit in response
to the immediate needs of the ADA (effective after
Nov. 5,1990). The credit is available to “small busi
nesses” (no more than 30 employees or $1 million in
annual gross receipts) and is nonrefundable up to
$5,000 for qualified expenditures. The rules call for a
credit for up to 50% of qualified expenditures over
$250, but not to exceed $ 10,250 {($ 10,250 - $250) x
50% = $5,000 total credit}.
The small business credit applies to expenditures
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for Sec. 190 barrier removal and also applies to the fol
lowing employment-related provisions of the ADA:
■ Purchasing equipment to assist disabled workers.
■ Purchasing services or materials for disabled workers.
A unique planning opportunity applies to the
employment-related provisions of the ADA. Employ
ers can be required by ADA rules to provide
“assistance providers,” such as readers for blind
employees or signers for hearing impaired workers.
This can add considerably to employment fringe
benefit costs if new employees are added for
this purpose.
An alternative approach would be to provide suffi
cient compensation to the disabled workers to allow
them to provide these services for themselves at their
own expense and under their own control. This elimi
nates the employers’ fringe benefit costs related to
hiring assistance-providers. Furthermore, it should not
burden the disabled worker because the full cost of
the assistance-provider is wholly deductible as an
employment-related worker’s expense.
As always, consult your company’s tax adviser
before taking any specific actions relating to the above.
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Taking Responsibility for Your Communications
It has been said that the quality of our communications
determines the quality of our lives. That is the premise
upon which H. Peter deLisser, Executive Vice Presi
dent of Beam Pines, bases his work with business
organizations. “The obvious objective is through an
increase in the quality of communications to raise the
level of employee productivity and improve the quality
of managerial decisions. A less obvious objective is to
build individual self-esteem and to assist people in
reaching their full potential,” says deLisser.
To meet both agendas, deLisser stresses three prin
ciples of communication: responsibility, uniqueness
and awareness of the listener’s advantage.
I Am Responsible — In conversations with
others, we are 100% responsible for the results. When
others speak to us, we accept responsibility for under
standing what is said, no matter how poorly it is
communicated. When we speak to others, we accept
responsibility for the other person understanding what
we say no matter how poorly he/she listens. When we
accept responsibility, we can no longer get angry at or
resent the other person, but must focus on the commu
nication skills necessary to complete the conversation
with mutual respect and understanding.

We Are Unique — Every person is unique, includ
ing us. Therefore, we need to give up the idea that other
people should feel and act like we do. Not only do poor
communications occur, but strong reactions when we
judge people’s actions and conversations in terms of
our own standards, as the following quotation indi
cates: “Do not judge as you too will be judged. For in
the same way you judge others, you will be judged, and
the measure you use, it will be measured to you.” For
us to be perceived as trustworthy, we need to eliminate
judgments and accept the uniqueness of all people.
They Have an Advantage — When we communi
cate, we need to be aware of a 600-word advantage.
Physically, when we speak to people, we speak at a rate
of 150 to 250 words per minute. Listeners are capable
of hearing up to 750 words per minute. When they
listen to us, they fill that 600-word advantage with
judgments of our character and ready their responses
before we can finish talking. Since this 600-word
advantage exists, we need to use the fundamentals
necessary both to speak so people will listen and to
listen so people will speak.
These three communications principles can greatly
improve your effectiveness as a manager.

NEW— Important Tools for CPA Financial Managers
The Committee of Sponsoring Organizations of the
Treadway Commission (COSO) has published a fourvolume report entitled Internal Control - Integrated
Framework. The Members in Industry Executive
Committee (MIEC) believes the document will make
a major contribution to the field of business manage
ment and has recommended that the AICPA make use
of the report’s contents in publications, CPE programs
and other educational materials.
A special task force of the MIEC reviewed pre
liminary and revised drafts of Internal Control Integrated Framework, which provides a unified con
cept of internal control while avoiding a cookbook
approach to providing guidance on internal control
implementation. The task force believes that the

revised draft provides a more valuable and versatile
tool for businesses of all types and sizes. The
COSO report is of particular importance to CPA
financial managers, who are charged by their
employers with implementing effective internal
control systems.
Whether you’ve studied the earlier drafts, read or
heard about the report’s contents, or are completely
unfamiliar with it, you should consider obtaining a
copy by calling the AICPA Order Department and
asking for product no. 990002CL. The cost is $50
for the four volumes — Executive Summary, Frame
work, Management Reporting to External Parties, and
Evaluation Tools — or $3 for the Executive Summary
(product no. 990001CL).

Forty-six recently published articles have been cho
sen by the AICPA Members in Industry Executive
Committee for inclusion in the first edition of a new
self-study CPE course, Selected Readings for

educational workbook focuses on the practical appli
cations of the articles, concentrating them into 11
easily digestible chapters. Selected Readings for
Financial Executives (product no. 731450CL) is
available for only $79, for which you can earn
8 credit hours of CPE. If you are a resident of
Florida, Missouri or New York, please order by call
ing your state CPA society: Florida 904/224- 2727,
Missouri 314/997-7966, or New York 212/973- 8300.

Financial Executives.

The articles, reprinted from over 30 top busi
ness and professional periodicals, were compiled in
two volumes and address a variety of management,
technical and professional issues. An accompanying

AICPA Order Department 800/TO-AICPA (800/862-4272)
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